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Department of Transportation

| ntroduction

The Colorado Department of Transportation isresponsible for programs that impact
al modes of transportation. Its operations are governed by the State Transportation
Commission.

About one half of the Department’ s expenditures are related to construction funded
by the Federal Highway Administration (FHWA) and state capital construction funds.
Most of its other expenditures are funded by the Department’ s portion of the State
Highway Users Tax Fund (i.e., the State Highway Fund) and various aviation-related
taxes. The Department also receives moniesfrom other federal agenciesthat it passes
through to local governments and other entitiesfor highway safety and transportation
improvement programs.

The FHWA fundsare used for research, planning, and construction of highways. The
State Highway Fund paysfor highway mai ntenanceand operationsand about 20 percent
of any highway construction not covered by FHWA funds.

The following comments were prepared by the public accounting firm of Cottrell &
Associates, P.C., who performed audit work for usat the Department of Transportation.

Place Greater Priority on Subrecipient
Monitoring

Federal regulationsrequirethat primary recipientsof federal fundingwho providegrant
assi stanceto subreci pientsmonitor those subreci pients. Thepurposeof themonitoring
isto determine whether the funds passed through to the subrecipients are being used
in accordance with applicable laws and regulations.

The Department of Transportation has established procedures to document whether
subrecipientsarein compliancewith federa lawsand regulations. Theproceduresinclude
reviewing audit reports submitted by the subrecipientsto determineif there were any
guestioned costs or significant findings, and following up to ensure corrective actions
are implemented. For most of the programs administered by the Department, the
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monitoring proceduresarebeing performed. However, wenoted that the Transportation
Development Sectionwhichisresponsi blefor threedifferent programswith subreci pient
grants totaling approximately $1,800,000 for calendar year 1996 and approximately
$1,700,000for calendar year 1995 did not performareview of theaudit reportsreceived
from subrecipientsduring Fiscal Y ears 1997 or 1996 in atimely manner. Asaresult,
the monitoring requirement of thefederal program isnot being carried out, the grants
to subreci pientsmay not be spent on gpproved programs, and the State could losefederal
funding.

Recommendation No. 15;

The Transportation Devel opment Section of the Department of Transportation should
place agreater priority on reviewing subrecipients audit reportsin atimely manner.

Department of Transportation Response:

Agree. Procedures for subrecipient monitoring will be established.




